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BUDGETARY HIGHLIGHTS 

Osage Municipal Utilities did not amend their budget during the year nor did they exceed the 
budgeted limits for expenditures. 

CAPITAL ASSETS AND DEBT ADMINISTRATION 

Capital Assets 

At December 31, 2011, Osage Municipal Utilities had approximately $14.9 million (net of 
depreciation) invested in a broad range of capital assets, including land, buildings, infrastructure, 
equipment, and vehicles.  This is a net increase in total capital assets (including additions and 
deletions net of depreciation) of approximately $10,000, a .1% increase from 2010.  

2011 2010

Land and improvements 105$               94$                 
Buildings and improvements 1,725              908                 
Equipment and Vehicles 13,015            13,833            
Construction in progress -                     -                     
Iowa Stored Energy Project 130                 130                 

Total 14,975$           14,965$           

1

Year ended December 31,

Capital Assets of Business Type Activities
(Expressed in Thousands)

 
The changes to capital assets can be attributed to replacement of the step-down transformer at the 
power plant, upgrades in the telecommunications distribution system, facilities improvement, 
distribution equipment replacement and regular depreciation. 

Osage Municipal Utilities had depreciation expense of $1,070,560 in 2011 and total accumulated 
depreciation of $15,116,705 at December 31, 2011. 

LONG TERM DEBT/LIABILITIES 

At December 31, 2011, Osage Municipal Utilities had $6,119,000 in revenue bonds outstanding 
compared to $6,787,000 at December 31, 2010, as shown below. 

2011 2010

Revenue bonds 6,119$            6,787$            

Total 6,119$            6,787$            

1

Year ended December 31,

Outstanding Debt of Business Type Activities
(Expressed in Thousands)
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES 
 
The Electric Utility 
 
Earlier in 2011the Department of Energy reported their expectation that electric rates would 
increase by 50% in the next seven years.  Not long after that alarming prediction, Osage’s 
wholesale power provider, Dairyland Power, announced the need for a 22% increase to our 
wholesale cost of electricity, effective May 1, 2011.       
 
Besides serving Osage, Dairyland provides the wholesale electrical requirements for 15 other 
municipal utilities in the Upper Midwest.  Collectively we are members of the Upper Midwest 
Municipal Power Agency (UMMPA), a joint action agency formed in 2004 to maximize its 
members’ buying power.  UMMPA members, their governing bodies and customers expressed 
deep concern to Dairyland over the magnitude of the proposed increase.     
 
Clearly, the electric industry continues to change and evolve in ways that materially affect our 
wholesale agreement with Dairyland.  To Dairyland’s credit, they recognized this and agreed to re-
evaluate the existing rate design and make contract modifications that would provide some relief to 
UMMPA’S members.  Ultimately, by the end of 2011, Dairyland and UMMPA finalized 
agreement on the terms of a new 20-year wholesale power arrangement, effectively lowering 
wholesale rates to 2008 levels.  The first year of the new contract, 2012, is expected to provide an 
estimated 20% savings compared to the previous contract rate, as well as affording a better sharing 
of risks and benefits. 
 
In an effort to secure a more stable and potentially lower cost of electricity in the future, Osage, in 
conjunction with the other UMMPA members, joined a coalition of other municipal utilities and 
joint action agencies to engage in long-term power supply planning and explore power supply 
alternatives.  Through the coalition process, UMMPA became aware of several long term wind 
power purchase agreement opportunities with very favorable pricing.  On May 1, 2012 Osage, 
along with other UMMPA members, entered into a 20-year fixed rate contract for the purchase of 
clean, renewable wind energy for our customers.  Energy received from this contract will supply 
approximately 24% of Osage’s electric needs and will comprise some of our lowest cost energy. 
 
After two years’ experience producing electricity with our 1.5 MW wind turbine, we were again 
pleased that actual production statistics exceeded engineers’ projections.  The new turbine 
produced 4,463,404 kwh in 2011, displacing 8.0% of the non-renewable fossil-fueled energy that 
would otherwise be purchased from our wholesale power provider, Dairyland Power.  In spite of 
two weeks of down time attributed to an arc flash event that occurred in November 2011, the 
turbine performed at slightly more than a 34% capacity factor, compared to 32% that was 
projected.  The electricity generated by Osage’s single wind turbine provided enough clean, 
renewable energy to power the equivalent of about 500 homes in Osage.  Please refer to the 
accompanying graph for a two-year comparison of monthly energy produced by Osage’s wind 
turbine. 
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The Osage board of trustees and management believe including wind energy in the mix of 
generating resources is a proactive measure, or hedge, against the likely costs associated with 
environmental requirements and legislation, especially those dealing with global climate change 
and pollution from burning coal.      
 
The strategies that were employed in 2011 and early 2012 to lower Osage’s cost of electricity 
provided the impetus for implementing a new electric rate design beginning June 1, 2012.  The 
new design reflects a move toward achieving a better matching of cost recovery with the cost to 
serve each customer rate class.  The end result of a comprehensive cost of service and rate study 
indicated that OMU electric customers will, on average, pay about 4.5% less for electricity for the 
remainder of 2012 compared to the same period in 2011.  OMU’s largest electric users can expect 
to save even more; as much as 10%. 
 
In this emerging era of greater social and environmental obligation, the cost of providing 
electricity will undoubtedly continue to rise.  However, after negotiating more favorable terms 
with our wholesale power provider and contracting for a long term supply of low cost renewable 
energy, Osage customers should expect relatively stable electric prices now and for the next few 
years. 

The Gas Utility 

Fortunately, volatility of the natural gas pricing environment seen in recent years has moderated 
due to solid year-on-year natural gas production increases.  Despite the current lower volatility, 
OMU continues to believe that natural gas prepayment transactions should be an important 
component of a gas supply portfolio.  Consequently, the OMU board of trustees decided to join 
with four other municipal utilities who make up the Central Plains Energy Project and participate 
in a long term natural gas purchase plan. The deal guarantees that Osage will be able to purchase 
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